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(b) Any hospitalwhich seeks an adjustment to itsratesmustagreeto an operational 

review at the discretion of the Department of Human Services. 

1. A requestforarate review must besubmitted by ahospitalinwriting to 

the Department of Human Services, Divisionof Medical Assistance and Health Services, 

OfficeofBudget,FiscalAffairsandInformationSystems,CN712,MailCode#23, 

Trenton, New Jersey 08625-0712, within 20 days after publication of the rates by the 

Department of Human Services (DHS). 

I. hospitalidentifyreview andA shall rate issuessubmit 

supportingdocumentationinwritingtotheDivisionwithin80calendar 

days after publicationof the rates by the DHS. 

2.TheDivisionwill not approve an increaseinahospital’sratesunless the 

hospitaldemonstratesthat it wouldsustainamarginal loss in providinginpatient 

services to Medicaid recipientsat the rates under appeal even ifit were an economically 

and efficiently operated hospital. Marginal loss is the amount by which a hospital’s rate 

year’sMedicaidreimbursementforinpatientservicesisexpectedtofallshort of the 

incrementalcosts,definedasthevariable or additionalout-of-pocketcosts,thatthe 

hospital expects to incur providing inpatient hospital services to Medicaid patients during 

therateyear.Theseincrementalcostsare over andabovetheinpatientcoststhe 

hospitals would expect to incur during the rate year evenif it did not provide services to 

Medicaidpatients. Any hospitalseekingarateincreasemustdemonstrate the cost it 

must incur in providing services to Medicaid beneficiaries and the extent to which it has 

taken all reasonable steps to contain or reduce the costs of providing inpatient hospital 

services. The hospital may be required at a minimum to submit to the Department of 

Human Services, the following information: OFFICIAL 
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i .  Operationalreviews; 


i i .  	 Efficiency studies and reports identifying opportunities for 


cost savings; 


i i i .  	 Minutes of the meeting of the hospital's board of directors 


and board's finance committee; 


iv. 	 Reports ofthe Joint Commission on the Accreditation of Health 


Care Organizations; 


v.Managementletters; 


vi. The hospital's strategic plans, long range plans, facilities 


plans and marketing plans; 


vii. The hospital's annual report; 


viii. Any analyses of the hospital's marginal cost in providing 


services t o  Medicaid or other categories of patients; 

- / 

i x .  	 Cost accounting documentation or reports pertaining to the 

hospital's cost incurred in treating Medicaid recipients or 

the comparative cost of treating Medicaid and other patients; 



-- 
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X.  	 A copy of thehospital's most recentMedicare cost reportwithall 

supporting schedules; 

xi. 	 Contractswithotherpayorsprovidingfornegotiatedrates or discounts 

from billed charges; and 

xii.Evidencethattheappealedratesjeopardizethelongtermfinancial 

viability of the hospital (that is, that the hospital sustaining a marginalloss 

in treating Medicaid beneficiaries) and that the hospital is necessary to 

provide access to care for Medicaid beneficiaries. 

(c)The	Divisionshallreviewthedocumentationanddetermineif an adjustmentis 

warranted. 

(d)The	Divisionshallissueawrittendeterminationwithanexplanation as toeach 

forrate a is satisfied therequest a adjustment.hospitalnot with Division's 


determination, they may request an administrative hearing pursuant to N.J.A.C. 10:49-


I O .  If a hospital elects to request an administrative hearing, the request must be made 


within 20 calendar days from the date the Division's determination was received by the 


hospital. The Administrative Law Judge will review the reasonableness of the Division's 


reason for denying the requested rate adjustment based on the documentation that was 


tothe Additional shallpresentedDivision. evidence or documentation not be 

considered.TheDirectoroftheDivision of MedicalAssistanceandHealthServices 

shall thereafter issue the final agency decision either adopting, modifyingor rejecting the 

Administrative Law Judge's initial Officeof 

97-3-MA (MA) 
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AdministrativeLawdecision.Thereafter,review may behadinthe 

Appellate Division. 

SECTION 1 APPENDIX 


1.1 DEFINITIONS 


The following words and terms, when used in this chapter, shall have the 


following meanings unless the context clearly indicates otherwise. 


"Adjustedadmissions"meansinpatientadmissionsincreased to reflect 

outpatient activity and is calculated by admissions multiplied by total 

gross revenue dividedby inpatient gross revenue. 

"Base year" means the year from which historical cost data are utilized to 


establish prospective reimbursement In the rate
year. 


"Current Cost Base" means the actual costs and revenue
of the hospital as 


identified as the Financial Elements in the base reporting period �or the 


purposes of rate Setting. 


"Canmission" means
the Hospital Rata Setting Canmission. 
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"Equalization Factor" means the factor that is calculated based on defined Labor Market Areas and 

multiplied by hospital costs to permit comparability between differing regional salary costs in setting 

statewide standard costs per case. 

"Financial Elements" means the reasonable costof items approved as reimbursable under Medicaid. 

"Grouper"meansthelogicthatassignscasesintotheappropriateDiagnosisRelatedGroups in 

accordance with the clinical and statistical information supplied. 

/ . 

"Inliers"meansinpatientcaseswhodisplaycommonortypicalpatternsofresourceuse,are 

assigned to DRGs and have lengthsof stay within the high and low trim points. 

"Inlier Rate" means the payment rate paidto hospitals for Inlier patient stays. 
' Z  

"Labor Market Area" means counties and municipalities in the State that are groupedin accordance 

with similar labor costs. 

"Neonate" means a newborn less than29 days of age. 

"Outliers" means patients who display atypical characteristics relativeto other patients in a DRG and 

have lengthsof stay either above or below the trim points. 
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"PreliminaryCostBase"meanstheestimatedrevenue a hospitalmaycollect 

based on an approved schedule of rates which includes DRG rate amounts and 

indirect costs not included in the all-inclusive rate. Those indirect costs will either 

be the dollar amount specified or the estimated amount determined by a specific 

percentage adjustment to the rate. 

"Rate Year" means the year in which current reimbursement takes place.( 

"Special (Classification A) Hospital" means a hospital, licensed by the Department 

of Health and Senior Services as a special hospital, that is reimbursed under the 

Diagnosis Related Groups methodology. 

"Trim points" means the high and low length of stay cutoffpoints assigned to each 

DRG. 

"Uniform Bill-Patient Summary (UB-PS) (also referred to as the UB-82)" means a 

commonbillingandreportingformusedbythehospitalforeachMedicaid 

inpatient. 

95-7-MA(NJ) 
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A .  Certain residency programs that do-not involve direct patient Care 
responsibilities are considered ancillary for purposes of direct patient car2 cost 

-	 .?ternination. adjustments made for t h e s e  programs will apply to all D R G s .  
ancillary programs Included 

1 .  Anatomic and Clinical Pathology 

2. Blood banking

3. Chemical Pathology 

4 .  dermatopathology
5 .  Forens i c Pa t h o 1  neurology
6. Hematopathology

7. Neuropathology

8. Nuclear Medicine 

9. Nuclear Radiology 


10 .  Radiation Oncology 
11. Radioisotopic Pathology 
1 2 .  Radiology, Diagnostic 
13.  radiology Therapeutic 

A 1 1  ORGs will be assigned to one o f  four residency categories for 
curposes of calculating the direct costs associated with Graduate Medical�;;cation.
the assignments are as f o l l o w s :  

1. medicine 

\a) Included programs 


1 .  internal medicine 
Allergy and immunology

Cardiovascular Disease 

dermatol neurology 

Endocrinology and Metabolism 

Flexible First Year/Transitional

Gastroentsrology 

hematology and oncology

Infectious disease 

nephrology renal Disease) 

Negro1 neurology 

Physical Medicine and Rehabilitation 

Preventive medicine 

Pulmonary diseases (Medical Diseases o f  the Chest) 

Rheumatology

Psychiatry 

C h i l d  Psychiatry 


. .,( b )  Included DRGs:  

2 .  
3 .  
1'1. 
5 .  
6 .  
7 .  
e .  
9. 


1 0 .  
11.  
1 2 .  
1 3 .  
1:. 
15 .  
16.  
17.  

0 0 9 - 0 2 5 ,0 2 7 - 0 2 9 ,0 3 1 - 0 3 2 ,0 3 4 - 0 3 5 ,0 7 8 - 0 8 0 ,0 8 2 - 0 9 0 ,0 9 2 - 0 9 7 ,0 9 9 - 1 0 2 ,  
106,  115-118,  138-145,  188-199,104,  112,  121-136,  172-183,  202-208,  2 4 0 ­

248 ,256 ,271-273 ,277-278 ,283-284 ,294-297 ,299-301 ,316-317 ,395 ,397­
399,403-404,409-414,416,418-421,423,425-432,447,449-450,452-455,  
4 6 2 - 4 6 7 ,4 7 3 ,4 7 5 ,7 0 1 - 7 0 2 ,7 0 4 - 7 0 5 ,7 0 7 - 7 0 8 ,7 1 0 - 7 1 1 ,7 1 3 - 7 1 4 ,7 3 5 - 7 3 6 ,  
743-751.  



1 1 .  Surgery 
( a )  Included Programs:

1 .  Anesthesiology 

2 .  Neurological Surgery
3 .  General Surgery 
4 .  Colon and Rectal Surgery (Proctology
5. Dentistry
.. 
6. Emergency Medicine 

7. Hand Surgery 

8 .  Musculoskeletal Oncology 
9 .  Ophthalmology

10. Oral/Maxillofacial Surgery

1 1 .  Orthopedic Sports Medicine 

12. Orthopedic Surgery 

13.  Otolaryngology Otolaryngology
1:. Pediatric Orthopedic Surgery ogy/Orofacial Plastic Surgery) . 
1 5 .  Pediatric Surgery
16. Plastic Surgery

1 7 .  Thoracic Surgery
Id. urology 

1 ' J .  	 Pediatrics 
Included Programs:

1 .  Pediatric< 
2 .  
3 .  
4 .  
5 .  
6 .  
7. 

( b )  1 
025, 
292,  
700, 

V. 	 Family Practice 
(a) Applied to all DRGs. 
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C .  Methodology
1 .  M e d i c a lp r o g r a m s  

A m e d i c a lr e s i d e n c yr e g r e s s i o n  equation i s  d e f i n e d  t o  c o n s i s t  o f :  
T h ed e p e n d e n tv a r i a b l e ,d e f i n e da s  the r a t i o  o f  a c t u a lc o s tp e rc a s e ,  by 

O R G ,  f o re a c hh o s p i t a lw i t h  a M e d i c a lt e a c h i n 5p r o g r a ma n d  t h e  S t a t e w i d ea v e r a s ?  
n o n - t e a c h i n gc o s t  per c a s e ,  by D R G ,  f o ra l lh o s p i t a l sw i t h o u tt e a c h i n gp r o g r a m s ;  

The f i r s ti n d e p e n d e n tv a r i a b l ed e f i n e da s  the  n u m b e ro fi n t e r n a lm e d i c i n e  
p r o g r a m s( o n eo rz e r o )p e r  5 , 0 0 0  c a s e - m i xa d j u s t e dd i s c h a r g e s( C a s e - m i xa d j u s t e d  
d i s c h a r g e s  = t h e  h o s p i t a l ’ sn u m b e ro fi n l i e rc a s e s  by D R G  t i m e s  t h e  S t a t e w i d e  
a v e r a g ec o s tp e rc a s ef o rd i s c h a r g e s  w i t h i n  t h ea p p r o p r i a t eg r o u p i n g sd i v i d e d  by t h e  
S t a t e w i d e  cost  p e rc a s ef o ri n 1  inlier d i s c h a r g e s  i n  a l l  D R G s  t i m e s  t h e  h o s p i t a l ’ s 

a c t u a l  number o fo u t l i e rd i s c h a r g e s ) ;t h es e c o n di n d e p e n d e n tv a r i a b l ed e f i n e da st h e  

number o fo t h e rm e d i c a lp r o g r a m sp e r  5 ,000  c a s e - m i xa d j u s t e dd i s c h a r g e s . 


The a d j u s t m e n tt o  the s t a n d a r dp o r t i o n  o f  t h e  DRG r a t e sk i l le q u a l :
F o rh o s p i t a l sw i t h  a M e d i c a lr e s i d e n c yp r o g r a mi n c l u d i n ga ni n t e r n a l  

M e d i c i n ep r o g r a mb u tw i t h  no a n c i l l a r yp r o g r a m  t h e  s l o p eo f  the f i r s t  independen[
v a r i a b l ea d j u s t e df o r  t h e  Y - i n t e r c e p tt i m e s  the r a t i oo f  5 , 0 0 0  t o  the  a c t u a l  number 
O f  c a s e - m i xa d j u s t e dd i s c h a r g e s ,p l u st h es l o p e  o f  t he  s e c o n di n d e p e n d e n tv a r i a b l e  
t i n e s  the number o f  o t h e rm e d i c a lp r o g r a m sp e r  5,000 c a s e - m i xa d j u s t e dd i s c h a r g e s .  

F o r  h o s p i t a l s  w i t h  a M e d i c a lr e s i d e n c yp r o g r a mw i t h o u ta nI n t e r n a l  
M e d i c i n ep r o g r a ma n dw i t h o u ta nA n c i l l a r yp r o g r a m :  the Y - i n t e r c e p tp l u st h es l o p e  o f  
t h es e c o n di n d e p e n d e n tv a r i a b l et i n e se a c hp r o g r a m  p e r  5 , 0 0 0  c a s e - m i xa d j u s t e d
d i s c h a r g e s .  

F o rh o s p i t a l s  w i t h  a M e d i c a lr e s i d e n c yp r o g r a mw i t ha nI n t e r n a lM e d i c i n e  
programand w i t h  a nA n c i l l a r yp r o g r a m :t h es l o p e  o f  t he  f i r s t  i n d e p e n d e n tv a r i a b l e  

a d j u s t e df o r  t h e  y - i n t e r c e p tt i m e s  the  r a t i o  o f  5 , 0 0 0  t o  t h e  a c t u a l  number o f  c a s ? ­
- mix a d j u s t e dd i s c h a r g e s ,p l u s  t h e  s l o p eo ft h es e c o n di n d e p e n d e n tv a r i a b l et i n e s  ; , ?  
- number O f  o t h e rm e d i c a lp r o c r a m s  per 5 , 0 0 0  c a s e - m i xa d j u s t e dd i s c h a r g e s .  

LUS 
T h e  r a t i ob e t w e ? ?t h ec o s t sp e r  C R G  a d j u s t e d  f o r  m e d i c a l ,s u r g i c a l  

r n 


ob/gyn and P e d i a t r i ct e a c h i c 5f o rt e a c h i n gh o s p i t a l  s with a n c i l l a r y  p r o g r a m s  and 
t h e  c o s t sa d j u s t e df o rM e d i c a l ,S u r g i c a l ,  ob/gyn a n dP e d i a t r i ct e a c h i n g  for 
t e a c h i n gh o s p i t a l s  w i t h  no a n c i l l a r yF r o g r a m s .  

11.  S u r g i c a lp r o g r a m s :  
A s u r g i c a lr e s i d e n c yr e g r e s s i o ne q u a t i o ni sd e f i n e d  t o  c o n s i s to f :  
The d e p e n d e n tv a r i a b l e ,d e f i n e da s  the r a t i o  o f  a c t u a lc o s tp e rc a s e ,  by

2 R G ,  f o re a c hh o s p i t a lw i t h  a S u r g i c a lt e a c h i n gp r o g r a ma n dt h eS t a t e w i d ea v e r a g e
I o n - t e a c h i n gc o s tp e rc a s e ,  by DRG, f o ra l lh o s p i t a l sw i t h o u tt e a c h i n gp r o g r a m s ;

The i n d e p e n d e n tv a r i a b l e ,d e f i n e da st h en u m b e r  o f  p r o g r a m sp e r  5 , 0 0 0  
c a s e - m i xa d j u s t e dd i s c h a r g e s( C a s e - m i xa d j u s t e dd i s c h a r g e s  = t h eh o s p i t a l ‘ s  number 
of i n l i e rc a s e s  by D R G  t i m e s  t h e  S t a t e w i d e  a v e r a g e  c o s t  p e r  c a s e  f o r  d i s c h a r g e s
w i t h i n  t h e  a p p r o p r i a t eg r o u p i n g sd i v i d e d  by t h e  S t a t e w i d e  cost  p e r  c a s e  f o r  i n l i e r  
d i s c h a r g e s  i n  a l l  DRGs t i m e s  the h o s p i t a l ’ sa c t u a ln u m b e r  o f  o u t l i e rd i s c h a r g e s ) .

The a d j u s t m e n tt o  t he  s t a n d a r dp o r t i o n  o f  the ORG r a t e s  w i l l  e q u a l :
Fo r  h o s p i t a l sw i t h  a S u r g i c a lr e s i d e n c yp r o g r a mb u tw i t h  no A n c i l l a r y  

p r o g r a mf o rt h ef i r s tp r o g r a mp e r  5 , 0 0 0  c a s e - m i xa d j u s t e dd i s c h a r g e s  t h e  s l o p e
a d j u s t e df o rt h eY - i n t e r c e p t ,a n df o ra d d i t i o n a lp r o g r a m st h es l o p e  t i m e s  e a c h  
p r o g r a mp e r  5 , 0 0 0  c a s e - m i xa d j u s t e dd i s c h a r g e s .  
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For h o s p i t a l s  w i t h  a S u r g i c a lr e s i d e n c yp r o g r a ma n dw i t ha n  A n c i l l a r y  
p r o g r a m :f o r  t h e  f i r s tg r o g r a np e r  5,0130 c a s e - m i xa d j u s t e dd i s c h a r g e st h e  slope 
a d j u s t e df o r  the  y - i n t e r c e p t  a n d  t h e  additional p r o g r a m s  t h e  s l o p et i m e se a c h  
p rogramper  5 ,000  c a s e - m i x  discharges--_. 

-	 . 
PLUS 

The r a t i ob e t w e e nt h e  c o s t s  p e r  D R G  a d j u s t e df o rM e d i c a l ,S u r g i c a l ,  
O B / G Y N ,  a n dP e d i a t r i ct e a c h i n gf o rt e a c h i n gh o s p i t a l s  w i t h  a n c i l l a r yp r o g r a m s  and  
t h ec o s t sa d j u s t e df o rM e d i c a l ,S u r g i c a l ,  0B/GYN, a n dP e d i a t r i ct e a c h i n gF o r  
t e a c h i n gh o s p i t a l s  w i t h  no a n c i l l a r yp r o g r a m s .  

1 1 1 .  O b s t e t r i c s l G y n e c o l o g ya n dP e d i a t r i cP r o g r a m s :
The a d j u s t m e n tt o  the s t a n d a r dp o r t i o n  o f  the  D R G  r a t e sw i l le q u a l :  
F o rh o s p i t a l s  w i t h  O b s t e t r i c / G y n e c o l o g ya n dP e d i a t r i cp r o g r a m sb u tw i t h c u t  

an A n c i l l a r yp r o g r a m :t h er a t i ob e t w e e nt h ec o s t sp e r  D R G  f o rh o s p i t a l sw i t h  
t e a c h i n gp r o g r a m sa n d  t h e  c o s t sf o rh o s p i t a l st h a th a v en o n e ,  f o r  
O b s t e t r i c s / G y n e c o l o g ya n dP e d i a t r i c s ,r e s p e c t i v e l y .

F o rh o s p i t a l s  w i t h  a O b s t e t r i c / G y n e c o l o g ya n dP e d i a t r i cp r o g r a m s  w i t h  an 
Ancillary p r o g r a m :  t h e  r a t i ob e t w e e n  the c o s t sp e r  DRG f o r  h o s p i t a l sw i t ht e a c h i n g  
p rograms  an;: the  c o s t sf o rh o s p i t a l st h a th a v en o n ef o rO b s t e t r i c s l G y n e c o l o g y  a n d  
P e d i a t r i c s ,r e s p e c t i v e l y ;  

PLUS 
T h er a t i ob e t w e e n  t h e  c o s t sp e r  D R G  a d j u s t e df o rM e d i c a l ,S u r g i c a l ,

OB/GYN, a n dP e d i a t r i ct e a c h i n gf o rt e a c h i n gh o s p i t a l s  w i t h  a n c i l l a r yp r o g r a m sa n d  
t h e  c o s t sa d j u s t e df o rM e d i c a l ,S u r g i c a l ,  0 3 / G Y N ,  a n dP e d i a t r i ct e a c h i n g  for 
t e a c h i n gh o s p i t a l s  w i t h  no a n c i l l a r yp r o g r a m s  

l V . 0 t h e r  A d j u s t r e n t s
I C  o r d e rt om a i n t a i nb a s ey e a r  budget n e u t r a l i t yf o ra 1  1 p r o g r a m se x c e p t

f a m i l yP r a c t i c e ,  t h e  d i f f e r e n c eb e t w e e na c t u a lc o s t s  o f  t e a c h i n gh o s p i t a l s  and the 
e d i c t e dc o s t sd e r i v e d  by a p p l i c a t i o no f  the a b o v ef o r m u l a e  will b ea p p o r t i o n e d

: d e rt h ea d j u s t m e n t s df o re a c h  specialty a r e a  

V .  f a m i l yP r a c t i c e  
H o s p i t a l s  with with a c c r e d i t e dF a m i l y  P r a c t i c e  r e s i d e n c yp r o g r a m sw i l lh a v e  

t h e i rr a t e s  increased by a family P r a c t i c es u p p l e m e n tc a l c u l a t e da sf o l l o w s :  
A r a t i oc o n s i s t i n go f  the  t o t a l  n u m b e ro ff a m i l yP r a c t i c er e s i d e n t si n  the 

case y e a rd i v i d e db yt h et o t a ln u m b e r  o f  r e s i d e n t s  i n  a l la c c r e d i t e d  GbtE programs i n  
: : e  s a m ey e a r  

t i m e s  
. .  

T h eS t a t e w i d es t a n d a r dc o s t s ,a d j u s t e d  f o r  t e a c h i n g ,o f  a l l  a c c r e d i t e d  
' - - a c h i n gp r o g r a m sm i n u s  t h e  n o n - t e a c h i n gf o ra l l  DRGs i nt e a c h i n gh o s p i t a l s  

d i v i d e d  by 

The s t a n d a r dd i r e c tp a t i e n tc a r ec o s t so fa l l  DRGs i n  h o s p i t a l s  w i t h  a 
; ; , l i l y  P r a c t i c ep r o g r a m .

The s t a n d a r dp o r t i o n  o f  d i r e c tp a t i e n tc a r er a t e s  f o r  a l l  DRGs o f  
h o s p i t a l s  w i t h  a na c c r e d i t e dF a m i l yP r a c t i c er e s i d e n c yp r o g r a mw i l l  be m u l t i p l i e d  by 
the F a m i l yP r a c t i c es u p p l e m e n t a lf a c t o rp l u so n e .  


